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On pf^e 2, read 'Incontradifti^^ . - : > 

On pag^ 4, read "jRcTedlble amonirts/' for •^'wides^riWiile amoimfs.'' .^ 
On pag^S^; read "123.2H grains to the sovereign, fenglisli standatd o-old (11-1^ fine).;' 
On same pflgc^ read T.egal ^"ender tJ^ses^ for "legfii tender cases." ' . ^^ 
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~ Sofm«hwef^ stoce,' there ffppettred^iir ^ ^et^- 
ctd iiewipi«p«r« 6f Athttlta/Geor^a, s'coitttt^ 
x»HMt sIgiHsd ijy Hon: tlios. P. Bayard, ot t)ela- 
ware, aii^l3««ratid)yiHi«rfn)/thtt>ogtiltBTettpp6iBir- 
«»oein TarioQB Mwspaperstlircmgfaoatthveoan- 
try^ «s hw **0pc« tfCtter <m"lhe Gtrrrency Qties- 
tkm." 
Thel^ter^utittTts ta be a tefitatcwciit, ft^m 
i _ a^ be«t autfamity, ofthg rterws advoeatwl t>y !ts 
-;;♦ ftQtbcir in {mblic discwMlon in Georgia In^ttiepast 
*l^ autumn, when the caiwe of "sound finawce'' was 
^ defended against- the inmditm»uttaclc8 of the Ron. 
W. D. Kelley. 
The greater part of the? tetter was deToted to a 
2 discussion of the question of InflattoD and Re- 
r sumption, and, as might beexpected from the rep* 
. station of the amthor, the dieta^ Df 'sound fi- 
** xtaneein tint reg«rd weie ibitlM y'set'torth. Not 
! timt there' wa» laiiy YidttabtestiggesthMi as to the 
7 special method tyfrMomli^ specle-payment, any 
^ new'sohition of therproblems vhtch weigh upon 
' • ear future ; but it ' is no Htde gain to the right 
cause tiiata^dixeGt,TmAoly4j^eal~was4nadeito^the 
, Sott^by»<Bwn of^Mr;Bapr^«-«H8thielto 
> stand by the bMter'Stattdaj^-^^hicmoriifid'oficiT 
; ilprodMiee. 

■ It was a^|oodJie6d. TlMNStt^^ loAitticH^iaifot 
' yet come; the crisis bids fidi^'tobe^rolmiged 
throughout the C«nlei!ma]'Yeaiv«a4 it is to the 
; South that Inffia«iotitocrtee^(nranM»iaK«^t«i^ 
' winsQoeess. Ife'istfwe ^i« "stiMrg^' words that 
hare come from ftowthem wcm, notably 'ia i the 
past few months, have -been to tlie ngfat minded 
tbnmghout the constry «4i;TeaAei«)iMCftgem«nt m 
thoe of peril. The tmgaxiizatioa ot 'the House 
Btreogthens thia feeling; buUiter all, tfae^angar 
of Leigral-Tender Inflatiom is still ft danger. 

A^d 90 1 rep^ Mr. BstyMrd'e making thbhSf]^ 
p«al to the Sotiib against inflation was a good 
deed« aoiid one which bis fe^lowHi^tizens'^igibt 
not to underrate. 



* 



dt portioa^of -the Open Lettsuci'^however, was^^a- 
TOted to the non-legal-tender corsency,4md while 
p«rtragriflg in strong G^oniit8,pfestnt«ondkion 
P0(mted ontlhO' way ^fof what the author regards 
aa^a^r^iwrn. of 4he wM^g^jf9tsvi of. Natioiud 
banks. 

TJpoa^his sii^bjact, Mr. Ba^'urd's riews-appear 
khbeanore^fnlly developed. 

The^issueiaTolred^ is, of course, for the ftmmai 
of aeoondary-impcHtaaee ; but Moond- only4o.the 
great cause of Resumption v». Inflatiott; tbeihoped 
- J9r triumph of sensd finance in re-eatablish- 
kit itlM legal«4ender eiurencrwiU be>sadly inoom^ 
phtetf'ihO'qnMtiimB^^lTed ittthe bw ikc ttMtt H ' 
oy are- not wisely^set^ed. 

Mr. Ba9«rd^ remarks .iipotttM8Siri^)e«tpi«aent, 
in my belief, a lumlno-ttii-exA-m.ple o:f 
the errors b^y wrhieh the rAtiaiijal 
settlem^vt of these questions wiU-Mn the 
next ii»w yeor&'be endangered. 

Kay, more than this; they indk»te tli^ Ihe 
danger is -great. Mr. Bayard'frpesitien^as afien* 
ator,4u» a leader of his party, as a ean^date for 
nomination as President, give"great weight.to his 
pablicly expressed opinions. He ifr whatis known 
as a^tatesman, and his utterances should have 
pmmca fides .^ expositions of the probable 
policy of an important section of his party ; and 
that party is at preseoit in control of the popular 
branch of Congress. 

Any effort therefore, however hwuble,. to point 
out these ercorsia ^Saorder.' 

Mr. Barard's opiniona in 4hia matter,vaB ex- 
pressed'in his Open Letter, -may be sammarlscd 
as follows : 

The National bank system^ as a polltieal 
institution is, first, dangerous fxem^ the. fact 
ttbat it is a prodoctftnct an active Jastrument of 
centralization ; and, seeond]grTP9i<>iciofus fton^the 
^fectthat it exerts a^coirupting.'infiuence-t^oB 
National politics. 

As a m ea.s u re of eo-nunerci^l pol- 
icy its influence on business, is ■ deletesious ; 
thirdly, from, the fiict that it.- affords to Coagress 
an opportunity for irresponsible,. ineeAsistent, 
meddlesome, despotic legislation; andi foui^}y, 
by reason of its interior iiefect of incompleteaese 
and narrowness, in that 4beissoe ot • bank notes 
under the present banking iaws^is restricted lo 
coverang deposits of a^ngle^speeies of secoritj, 
namely bonds of the United States Gotverament* 
It will beapparentxipon^examinatioaof Uiese 
four counts of indictment Against the Natioaal: 
bank system that the first three connts««re>ofiii- 
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tirely different import from the fourth, and of 
much wider scope. 

These first three ohjections lie against the Na- 
tional bank system as a whole, except in this par- 
ticular, thtft the third objection would lose much 
of its force if Congjess should establish a self-reg- 
ulatinfr Bjstem bj general laws adapting them- 
selves to varying circumstances, and thereafter 
abstain from intermeddling; in other words, if 
Congress, while maintaining its despotic power, 
should use it wisely. 

Saving this exception, however, these three ob- 
jections, if they ore well founded, constitute good 
reasons why Congress should abdicate the power 
which it has assumed, repeal its Banking laws 
and henceforth abstain from establishing any Na- 
tional banking system at all. 

Of coarse to complete the validity of these al- 
leged reasons, it will be necessary for Mr. Bayard 
to show that there are other agencies which, if 
the National banks were abolished, could be de- 
pended upon to meet the popular demand for 
Banks of Issue in a more satisfoctory manner 
than they do. 

Now, the agencies capable of creating & Bank- 
ing System are not numerous ; and it lies upon 
the surface that Mr. Bayard's objections obtain 
their sharpness from the assumption that the work 
of State Legislatures in establishing banks would 
be more satisfactory than that of Congress. 

It is however but just to admit that two other 
alternatives are open, namely : that a Banking 
System (or Systems) might be established by 
Constitutional Amendments ; or again, that the 
issue of Bank notes might be absolved from all 
human laws whatsoever. 

The fourth objection, however, in contradiction 
to the first three is limited. It demands merely 
a modification, a partial reform of the existing 
system, rather than its abolition. Were this re- 
striction in the matter of security for bank-note 
issue removed, it would seem that the fourth ob- 
jection would be met and satisfied. 

Of these first two objections, I shall say nothing 
pro or eon except to suggest the doubt wheth- 
er the abolition of National banks deserves to be 
called a **practical" question to-day. 

Indeed, Mr. Bayard himself chiefly directs the 
attention of the readers of his "Open Letter" to 
what I have called his fourth objection, and him- 
self suggests its prominence over the rest. 

Certainly if it be well founded the objection is 
a weighty one, and calls for reform. 
• Whatever other regiilations may be prescribed 



in the establishment of a paper currcm 
fact that a deposit is req 
as security for the payment of the note 
and the p ecu liar nature of tl 
posit required together compc 
foundation of the currency so established. 

This is said without prejudice to the dij 
the reserve. To the mass of the custoi 
banks the reserve is an all-important feat 
to the holders of the notes of a bank of iss 
posited security is the final bulwark of del 

It is a guaranty, so fax as it goes, to the I 
that the notes, if not paid on demand, will 
paid at some time. To make the security 
feet security it should, in any event of disi 
the banking business proper, secure to the \ 
the payment on d e m a n d of all the 
while the security next in order would 
payment within a reasonable 

The value of the security should therefor 
than equal the amount of outstanding not( 
if, in order to be made available, they m 
sold, they should be such values as are coni 
in active demand in the market. 

It is obvious then that in striking ut the dei 
security for the issues of the National banl 
Bayard strikes at the very tap root of our 
ing non-legal-tender currency. 

The following extract from the Open Leti 
reprinted in the Cincinnati Commercial) -w 
found to contain Mr. Bayard's averments ns 
National Banks. From it the reader may 
of the correctness of the summary above g 

I see in the present condition of aflairs a 
public sentiment the ^reat opportunity fc 
restoration of the laws of sound finance,*by i 
to the limitations of the Federal Constitution 
the powers of Congress in relation to this 
important subject. Ever since 1862 there hi 
isted a combination between the Federal Ac 
istration and the money power of the ecu 
unwholesome for both parties and unsafe fo 
country at large.' It has its basis in the sj 
of National banks organized underact of Con 
and largely controlled by the Treasury Dc 
ment, and subject to the will of a Congress 
majority, a condition of things never warn 
by the letter and spirit of the Constitution, c 
federal nature of our system of governr 
Under it the banking business of the entire c 
try has been restricted to one special kind of 
ital, that is, the bonds of the L^nited States 
ernment, and the emplo^j ment of all other des 
tions of capital as a basis for banking has 
rigidly excluded from competition. Credit 
been restricted to the single form of Nati 
banks-notes, and this has been unlawfully 
unwisely taken from the States and the pe( 
where it admittedly belonged under the usa^ 
our Government from its foundation, and de 
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ited under the sole and despotic control of Con- 
gress. This was all accomplisbed by the passage 
of an act of Congress, which, under the pretext of 
taxing the State banking institutions for the pur- 
pose of revenue, crushed their circulation out of 
existence. So long as this lasts, and Congress is 
invested with the power and the sole discretion 
to determine and control the volume of currency 
— the extent of emissions of paper currency for 
all the States and people—just so long uncertain- 
ty and dissatisfaction will prevail, and the sound 
and true. principles of banking and credit will be 
disregfarded. 

The ebb and flow of party power changes Con- 
gressional majorities from year to year, and I can 
imagine no body of men so unlit to exercise so 
great a power and peculiar discretion as the acci- 
dental majority of Confess. Such a j)Ower has 
never been exercised m Great Britain. Even 
there under their imperial system, and all the po- 
litical omnipotence of Parliament, such folly as 
confining the banking business of the country to 
ji single species of capital,or preventing any bank- 
er or banking association from using his or their 
ctredit bv the emission of notes in any form tbev 
saw fit, has never been attempted or suggested. 
Therefore we see the numerous banks of Scotland, 
and Ireland, and England, "country banks" they 
arc called, pursuing a safe, useful and profitable 
business, supplying currency notes to their cus- 
tomers, and regulating the volume of such issues 
\mder such limitations as self-preservation, and 
the laws compelling redemption of their notes on 
demand in gold and silver coin,make it necessary. 
The notes of the Scotch and Irish banks float side 
by side with the notes of the Bank of England 
and the coined money of the realm, in all ave- 
nues of business. They are not and never were a 
legal-tender, but convertible at will into coin; they 
became practically equivalent. 

The combination between tlie moneyed power 
of the country and Congress fives to the.fonnera 
degree of influence over legislation which i^ in- 
consistent with the public interest and hostile to 
])opular freedom, and at the same time capital is 
siibject to the ignorant or capricious control of 
( 'ougressioual legislation, rendering its operations 
insecure and unstable. I9 it not manifest that 
there is now a favorable opportunity for the 
Southern States to assist in aiding the country to 
return to S3"steras of sound finance and currency 
under the limitations imposed by the Federal 
(Constitution over the power of Congress over this 
important subject? 

It will be apparent to one who reads the above 
extract that Mr. Bayard strikes fairly and without 
sign of giving quarter upon "this folly of confin- 
ing the banking business of the country to a sin- 
gle species of capital," and "of preventing any 
banker or banking association from using his or 
Iheif credit by the emission of notes in anv form 
they may see fit.*' 

•^ It will also be apparent that beyond an aggres- 
sive and sonorous statement of his own opinion, 
Mr. Bsyard adduces but one argument, one alon^ 
in support of that opinion. 



This single argument to sustain Mr. Bayatd's 
chief 'practical" objection against the existing 
system of banks of issue of the United States con- 
sists in the alleged analogy of the experience of 
Great Britain. The argument is: Qreat Britain 
does not do this ; therefore it should^ not be done 
by the United States. 

Apart from the statement of Mr. Bayard's 9vn 
opinion, the analogy of Great Britain supplies the 
bulk of this argument. "Such a power has never 
been exercised in Great Britain," says Mr. Bay- . 
ard< 

The entire structure rcsts,then,on the assertions 
of Mr. Bayard concerning certain events in Brit- 
ish history. 

"Are these assertions correct? Does this struc- 
ture rest on fcict?" are therefore supereminently 
l)ertinent questions. ' . 

The following is an attempt to answer these 
questions. 

Before proceeding further I wish however to 
call attention to the ambiguity of certain expres- 
sions used in the Open Letter, and to emphasize 
their real meaning. 

The expression "banking business" is plainly 
used in the sense of "privilege or business of issu- 
ing paper currency," while "capital" is used where 
the important signification is "security." This 
use of the genus for the species, although effective 
and proper as rhetoric, is likely to mislead the 
uninstructed reader ; indeed, if appearances arc 
to be trusted, Mr. Bayard himself has not escaped 
confounding the two. 

Bankers will be surprised to hear that under 
the existing laws "credit has been restricted to 
the single form of National Bank-notes," and the 
employment of any capital except United States 
bonds as basis for banking is 'Vigidl}' excluded 
from competition." 

Surely it is obvious enough that in comparison 
with the entire province of whit is known as 
banking business the privilege of certain banks 
of issuing and dealing in their own notes, isbiita 
narrow field. One of the chief uses of banks is in 
the transfer of debts. One might say the ten- 
dency of civilization isfirom **paymentof money 
in full" to payment of a "cheque for balance in 
fuU." 

The amount of "money" used reaches but a very 
small percentage of the regular business.of a bank. 

The savings banks, State banks^^mate banks, 
the deposits ii| th«$e %JfA ^^ ^^ I^ftional bas^, 
the cl€Jinng;-bcra^ ^tem*. the entire credit ji^s- , 
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t«m^ vl^ch atliiiB» 'pnymtnt to iwfescrilmble 
avKMmtff wHhoot MIT" XBonef »% aM, in facttbe 
mtm^j-^yf'acceQfi^ tniBinsltons of • the v^ei& 
coutttiyafe-eithtr in^ludcdftitir'inteFWeveii with 
tlw iMiBiness of bitnlilD^f aavA ^tn a^um • total'or 
ciedit compared with ivhtehfhe ^otionat B^u^^ 
notes are as a river to the oceaa. 

By vr^asi license, poetic- or rbetortcd^ can. the 
BDndrxfe^sitedin ^WasfaingtOB be deseriMdas^ 
**basls" Ibr all ttifa? Is the bed of the MiisiSBippt 
the basis of the Gulf of Mexico or of the Atlantic? 

Again, the facts do not warrant the literal ac- 
ceptation of the statement- that in the TJbited 
States the privilege ofissuinj? notes is restnctfed 
to one kind of capital. 

If the demand for. United States bondd to be 
used in founduijs National banks linrgeljr exceeded 
the supply in the market, the ownership of ITiiit- 
ed States bonds, and with them the privilege of 
issuing National bank notes, might become a mo- 
nopoly. Then it would be strictly true that the 
issue of notes was restricted to one kind of "cap- 
ital." 

This.8tate of things has not yet, however, come 
to pass. The bonds deposited in Washington as 
security for bank issue form but a fraction of the 
bonded debt The bonds are m the market, and: 
bid fair to remain a staple commodity of sale for 
many years. So long as they remain so, the ex- 
pression "capital," used as above, will .remain- in- 
accurate. 

We come now to the examination of the histor- 
ical fiict& asserted by Mr. Bayard. Itwillbepc^- 
itable to inquire whether Mr« Bayard regards the 
Bank Bestriction acts passed by the Britiik Par- 
liament between 17ai and 1819, as aless fonMa 
interference with the self-directed course of busir 
nessas a less vigorous manifestation of- "the po^ 
litical .omnipotence of an imperial system" thati 
thaactsof Congress. making and regulating the 
National^anks? In US^the'^acddeniai^najer* 
ity" of Parliament ptehibited the Bank of £ng« 
land 0»m issuing specie for any sums^ under 
twenty shillings; but ifiiny oue deposited specie 
to the amountof £500 or more hemight berepaid 
in .specie to. the -extent of three-fimrths of hts-de- 
posit and no more ; and similar regulations were 
made for the Bank of Ireland. Again, is there 
nothing of the despotic interference natural in 
an "iinpenal system" in the act ordaining 
reswBption of specie payments in 1820*22? 
BiiH^ BMit^ acts of' FaarliaaiMnt Testing to 

CfXSTtKKfJT" IB TCfC wOy XGOT iOC'ayll'UlCt^lOQl "IXf tOKt:' 



tpbtoe; andiooltr^beiiig: the chi^. c»n«K9Fv.iitma|r 
also be - sud that: -many of- tbesr ataiiitee slftct' 
only in^vectly.^thpsrpa^ar.iCUXEeBoy. 

aetr of Che ^t^^ttd^^elTvetoria^ and %tie8e'aot» toO' 
fccnLthe finasoesock of .^hathad been fora^ppr^ 
erotiMK.paat'the'Bfitisb^^^vteBi'of oorreatQ^ In- 
deed tte^^fintlines^ir. the Ba&dc Chaxter Aact' of 
1844 jareUlennehies a Testation of: Mr: Bayncd's 
assertions. They are: Whereas it is ex|ie- 
dirent to regn 1ft teethe ia#ue. of bills 
a;B4 n^tes pay«*bl^ e^n de.m»«d. 

By this Act tJSie privilege or bustnpess of isstfiixg: 
bank-Aotes- was^ permaneaUy sevamd- irttour tha 
banking .faninass {irD^r tif tbe^Btido oflB^gboid, 
andiwasintnwted to -a Department of israev tite 
BankActiog therein .as > arsort .of 6<Mrenii»cn t. 
Commissionf mderrtbe stoiotoMETct^mibHiQfu 

ThsB Depnrtaient might hen;erfbrth;imDe notes 
upon deposit of certain GoverniBent Seeudties 
owaad by the bank^ «nd 4)eyood this, sum: obIj 
npfon.^^st of gidiibsnd (ioa.limi4)ed anuraat) 
of silveri alt^ be deposited in tte vanits of the 
Issue Department. 

Such thesirftreiQ. biae& the : regnlaitiona which 
a tbiid4>f^^oentii|*y:ag«^estiMiBhfd4nperaiaiw&oa, 
(suspensions .of tiie Act to the contrary notwith. 
standtng)rthi^t eQnvei«tibiUty of the Bank of. En^s^r 
lasdoiQtesyiwhisfaT'was. ordered! bat.iiot: gnanan^ 
teed by the Hejjnmption Act of 18W. Thet«e 
notes, iteued to the amount of thirty million 
poitttdi(ilu.raimd'niUBbM&)abotttTtiwe-third8)Ofthe 
paper oerrency -of tlie -realin:, are whatis^caNed 
in England "leg^l-tender" 

Wesbail hereafter examtae^loseiy the m^an- 
ing ot tbis'phrase. 

TheiionrlBgiili^aiider paper reetsion a dii&nent 
foundation. a» fat aft^cHri^ for a- fixed amount 
is concerned, bu| the same bairier of specie sur^ 
rouads^ it, and in espandiuff abei^ this fixed 
amount, the wares strike harmtesBrupoa coin and 
bullion. 

By the acts of 1844-45 the privilege of issuing 
notes wa&granted to a large number of then exist- 
ing banks of i88ue,and it was providedithat no new 
banks of issne should becreated. The maximum, 
of such authorized issue was definitely established 
for each of the privileged banks, ^nd, on the av- 
erage, reached about the proportion, of one-half 
the paid-up capital stock of these banks. They 
comprised what ftre classified as^ the joint stock 
and^ffivate banks of. £n|^Utiad(country bai^) 
and the Irish aod ScotchJnoin:,. 
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1844^5^ are stated by a staodATid authority as 

follows: 

English banks, exclasive of the Bank 

of :Sngland « £6,400,000 

fileot<^ banks. 2,750,000 

Uriah lyanba. «.850,000 



Total £15,500^ 

BeycMid the respeetire quotas, of which the to- 
tals are given above, no issues of paper are al- 
lo^wedy except to the Scotch and Insh banks and 
to them only upon condition that a pound's worth 
of coin or bullion shall be deposited for ever; 
pound note issued. 

We see then that the Parliament of Great 
Britain has enclosed this hitherto dreaded tide of 
paper money, within an unbroken belt of pre- 
cious^ metals ; and in proportion as the paper issue 
expands, it covers a wider and wider deposit of 
coin and bullion. 

Except so far as the English country Banks 
permit their issue to fluctuate below and 
within the respective limits of their author- 
ized circulation, the fluctuations of the entire pa- 
per currency of Great Britain are coincident with 
and based upon fluctuations in the 
amounts ofspecie deposited in 
the various banks of issue. 

The following general outlines of the system 
P^ ' will indicate the status and relations of the paper 
currency within that system : 

A. 1. Gold coin, 123.274 grains, English 
standard. Gold [11-12 fine] "principal legal ten- 
der and standard of value." 

2. Silver coin— token money (real value far 
below its nominal value,) legal tender to the 
amountof forty shillings. 

3. Bronze coin, token money, legal tender to 
the amounts of one shilling. 

These I take to be the only "good and lawlnl 
money" and "legal coin" recognized in Great 
Britain. 

B. Bank of England notes, issuable in various 
denominations, none lower than five pounds, in 
amounts covering — 

1. A deposit of Government securities, fixed 
within certain limits, (now about fifteen mil- 
lions.) 

2. Whatever deposit of coin or bullion there 
may be in the vaults of the Issue Department. 

These notes are '^legal tender" in England, ex^ 
<;cpt whea tendered by the Bank or its Branches, 
in tint very limited sense [see Notes.] that tender 
of thsm to a crecKtor will bar distress [quere, at^ 
tachment or execution?] on a money debt* so 
long as the Bank of England shall continue to 
pay its notes on demand in legal coin.t 

P^ iJask of Bofilaad note }^ ^n so little 



C. 1. Notes of English, Scotch and Irish 
banks, issuable in amounts fixed for each btvnkin 
1844-45, without condition of deposit. 

2. Notes of Scotch and Irish banks in excess 
of their fixed amounts, issuable to cover deposits 
of coin or bullion of whatever quantity tl>are 
may be in their vaults. 

The English Banks, like the Bank of England, 
can iissue no notes lower than five pounds. In 
Scotland and Ireland, the issue of one and two 
pound notes is still allowed. 

These notes are not legal. tender, but are l^al- 
ly demandable in coin at the issuing Bank. 

Such then,unless my authoritiesareat fault,are 

exposed to suspicion, that the definition of its 
status as "legal, tender" rarely comes into ques- 
tion, and hence is not easilv ascertainable* The 
Act of 51. Geo, III, C. 127, (1811), reenacted 
1814, provided that tender of notes of the Bank 
of England should be valid to stay proceedings 
upon "distress." Mr. Alfred Latham, a Director 
and former Governor of the Bank of Engtend, 
a distinguished authorit3% indicates in a letter to 
a brother Director, (lately published by permis- 
mission in the New York Nation,) the opinion 
that such is the present meaning of the phrase. . 
I infer, therefore, either that this provision of the 
statute was simply declaratory, or that after the 
expiration of the legal force of the statute, this 
power of barring distress ittliered in the meaning 
popularly attached to "iegal tender" in England 
as applied to paper. In this country it is proba- 
bly to the greenbacks themselvps that we owe 
the promotion of the meaning of the phrase to 
its present grade, in which it assumes the sense . 
of forced currency, . the . ZwangscourSt coura 
force, corao forzosoy of the Continent) Not th«t 
the original issue was a forced loan merely ; but 
there was no limitation toibisquality as "lawful 
money," and the notes could be or at an v rate have 
been reissued indefinitely, after coming back into 
the hands of the Government, partly in the form 
of entirely new notes. In practice, the lean be- 
side being a tbrced loan has been treu'ed hs re 
newable as soon as cana-led. as a forced loau re- 
newable at the option of the borrower. 

tSuch is the provision of the Act of August 29, 
1833, of the expiration or repeal of which no ev^ 
idence has come to my knowledge. 

Mr. Justice Bradley, in his opinion oh the 
legal tender cases, (12 'Wallace, 569,) says: 'It 
is. well known that since the resumption of J^pecie 
payments the Act of 1833, rechartering ibe Bank, 
has expressl:^ made the Bank of England notes a 
legal tender.'' Was it "well knowir' to the dis- 
tinguished Justice that this was "except at 
the Bank or its Branches,' and 
only "so long as t h e B a n k s.h a 1 1 p ay 
its notes on demand in legal 
coin?" But whether known Or not, it Was 
unfortunate for the honor of the Court that be 
neglected to state the fact : seeing that this fact 
annihilates the alleged analogy 
between this Act and the Act of Congress of 
1862, making promissory notes into "lavfbl 
DWfte?." . :> :.. 
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the madn features of the British System of Cur- 
rency, and such has been its structure for the 
past thirty years. 

Does not the truth stare the reader in the face 
that the British Parliament has in the past ex- 
erted actively and now, although passive, main- 
tains, that "power and sole discretion to deter- 
mine and control the volume of the currency— 
the extent of emission of paper currency for all i 
the States and people" — which Mr. Bayard ' 
would deny to Congress, upon the assumption i 
that it is without precedent in Great Britain? j 

It has established a system by general laws, 
adapting themselves to varying circumstances ; 
and Congress has done the same thing. Which of 
the two Legislatures, Congress or Parliament, 
has used its despotic power most wisely, 
is a question well worth discussing, but which 
docs not properly arise here. 

We have merely to do with historical facts. 
We observe that, contrary to Mr. Bayard's asser- 
tion, Great Britain rigidly controls and regulates 
this peculiar species of contract—the making of 
these written agreements to pay money at an in- 
definite time on demand, — to whoever happens 
to possess the paper on which the agreement is 
written, just as it controls and regulates all con- 
tracts that tend, if unrestrained, to injure society. 

British law exerts with reference to this as to 
other contracts, the same watchfulness as to ca- 
pacity of parties and validity of consideration. 
Public policy controls the whole body of statutes 
which regulate these contracts. The laws arc 
directed both to the prevention of fraud— the 
vice of contracts, and to the prevention of mis- 
takes — the weakness of contracts ; in short, they 
aim to promote the general wel- 
fare by discouraging frivolity 
in business. 

So much for the general foundation of Mr. 
Bayard's argument. 

Wc come, then, to what 1 have called his fourth 
objection to our system of bank currency, name- 
ly, the use of bonds of the United States Govern- 
ment as security for the note issue. Does his 
charge against this rest upon fact. Has this 
"folly of confining the banking business of the 
country to a single species of cajiital, or prevent- 
ing any banker or banking association from using 
bis or their credit by the emission of notes in any 
form they saw iit'^ been consummated; nay, has 
it been "attempted or suggested" in Great Brit- 
ain? 

A consideration of the iacLs which -n e hare set 



forth, and the following comparison of the Amer- 
ican and English systems, will enable the reader 
to place Mr Bayard's assertions where they be- 
long. 

We have seen that, in an old country full of 
inherited wealth, where great quantities of gold 
and silver are held both in and outside of active 
circulation, where coin is the accredited legal 
tender, there is a convenient circulation of paper 
notes, everywhere convertible into precious me- 
tals, and whose fluctuations are entirely depend- 
ent on the supply of specie. 

In round numbers, one-third of this 
paper circulation is based upon deposit of Gov- 
ernment securities, one-third on deposit of specie, 
and one-third on credit ; the latter third being 
issued upon strict liability and well based credit 
by certain banks, all of which had attained a finn 
position thirty years ago. 

In the United States, on the other hand, tliere 
is but little coin; the active circulation of the 
country is inconvertible and much depreciated 
paper, ani this forms also our principal money- 
of-account. 

The privilege of issuing these notes is control- 
led arid regulated by Congress, as it is in Great 
Britain by Parliament, but with a radically dif- 
ferent result. 

With us about four-sevenths of this paper cur- 
rency is issued on simple credit, and about tlu'ee- 
sevenths on deposit of Government securities. 

Under the pressure of events beyond its control 
our Government was compelled to undertake 
what Mr. Bayard calls "banking business," and 
issue its unsecured notes to four or five timed the 
amount of the credit-paper of Great Britain. 

The remaining three-sevenths, issued by the 
National Banks, exceeds in amount the paper is- 
sues of the Banks of Great Britain, taken togeth- 
er; and further, upon the condition of making a 
deposit of Government securities the Government 
oflfers "free banking" privileges to all. 

The relative position of the secured paper and 
the credit paper in the one country is thus nearly 
the reverse of what it is in the other. 

Again, these secured notes of the United States 
are promises to pay, not in xrold, but in the credit 
paper of the Government. And this credit paper 
of ours is not as yet legally demandable in coin, 
like the British credit paper, nor is it legal tender 
merely in the sense in which Bank of England 
notes deserve the name: the law makes it at once 
better and worse than either the credit or the se- 
cured -paper pf Great Brit»in r for yayiaeat of all 
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debts except duties on imports and interest on 
bonds, these promissory notes are made as far as 
an act of Congsess can make them, -'lawful 
money" and equal in rank to 
the *'good and lawful money" 
and '-legal coin" of Great Britain. 

Lastlv, the absence of liability of the issuer for 
the fhlfillment of the promises to pay which con- 
stitute our "lawftil money and legal tender" 
complete the contrast between the systems of 
Great Britain and the United States. 

These British issuers of credit paper are perma- 
nontly held to payment on demand by public 
opinion and by the presence of the sheriflF, with the 
posse comitatus behind him, and the army and 
navy in case of need. 

But except his own conscience there is^ no 
earthly power which can compel the American 
issuer 'of credit paper to fulfill nis contracts. He 
has already, on yarious pretenses, delayed to pay 
the bearer for a number of yeprs bevond a rea- 
sonable time, and, lately, to use a Latin idiom, 
has been turning his mind hither and thither 
over the subject, and partly resolved to postpone 
payment indefinitely. And he can ana will do 
this if he so determines. 

All this Mr. Bayard knows and feels deeply, 
and he has done good service in urging this auto- 
cratic banker, by fulfilling his contracts, to avert 
the ignominjr that impends over his people. 

And yet, just at tnis critical juncture, while 
using the eloquence which he commands so well 
to inaugurate the labor of years which will be 
required to attain payment of the unsecured pa- 
per of his country—an American Senator at- 
tacks its secured paper, and points to the 
unsecured paper of a foreign country 
as a model for reform and to that end in- 
structs the enfranchised people of the Southern 
States, rising from war and slavery into ^litical 
consciousness, upon the "folly of confining the 
banking business of the country to a single spe- 
cies of capital." 

And all this in the name of "sound finance !" 

In view of this phenomenon, one feels it is due 
to the subject to inquire what can be the nature 
of the change Mr. Bayard proposes? The exam- 
ple to which he points witn such confidence — the 
English '^country banks" — if it means anything 
nt all, points to the absence of all deposited secur- 
ity — to paper unsecured except by the credit of 
the issuer. 

Can this be Mr. Bayard's proposition? 
"Free Banking" with un- 
secured paper! What can this mean 
but Banknote Inflation unlimited? 

Next, it is charitable to observe that the British 
system suggests specie as a deposit for issues, not 
as a small deposit here and there, but as the in- 
closing barrier for all other paper issues, whether 
based on credit or on documentary securities. 

Thirdly, an interchange of security between 
the greenbacks and the Imnk note is conceivable. 

Lastly, it might meet Mr. Bayard's views to 
have other documentary securities in the place of 
United States bonds. 

Suppose, then, that the proposition is, that we 
require gold as a deposit for bank note issues. 
England has gold as well as Government securi- 



ties and credit as a basis for her paper. With us 
gold is disfranchised, and gold and paper, instead 
of balancing each otner as they do in Britain, are 
with us in a constant condition of unstable equi- 
librium. 

It. needs no safi:e to show that in this matter of 
gold we should do well to take a leaf out of Eng- 
land's book. 

Such, indeed, it is to be hoped is the intention 
of the country ; the leadership of such men as 
Bayard and Lamar means the defeat of the "green- 
back" heresy in the Democratic party, and leaves 
the field free for the eventual return of coin. 

Certainly a consummation devoutly to be 
wished ! 

But when are our eyes to witness this riory? 
When the coin comes will it come in sucn daz- 
zling quantity that we can at once Ratify our 
desire to imitate Great Britain by ousting United 
States bonds from their position of security, and 
putting in gold as a deposit to secure the National 
Bank Notes? 

Shall we have enough of it to make a specie 
levee and inclose the Mississippi flood of green- 
backs or National Bank notes, or State bank 
notes, so that the paper can only fluctuate, so to 
speak, against walls of specie, and so there can 
be no inundation? 

And, if such a state of affairs should come to 
pass, what would become of free bankijag? What 
would become of the State bank systems? Is a 
Democratic Senator prepared to dig the graves 
of Democratic finance? 

If Mr. Bayard's objection points to neither of 
these changes, we come to our third alternative : 

Are the Government and the banks to change 
places, so that the bank paper would be issued on 
credit, and the Government paper on security of 
United States bonds? 

Unfortunately, if Government held its own 
bonds, the bonds couid be canceled, the bonds of 
the Grovernment would be no better than its 
word, and all security would be vaporized into a 
thin gas of universal credit. 

As it is, the security of United States bonds is 
a security. Even legal-tender inflationists re- 
spect promises to pay at a fixed time, with inter- 
est payable semi-annually. 

As for the alternative of the substitution of any 
other spacies of documentary security in the place 
of the United States bonds, each proposition of 
change in that direction must be judged on its 
own merits. 

What these merits are, on the whole, likely to 
be is amply and conclusively shown by our past 
experience in the State banks. In that primitive 
and pastoral state of felicitv to which our states- 
men are wont to recur with pathos, the banking 
business was not 'Intrusted to the ignorant and 
capricious cpntrol of the accidental majority of 
Congress." Far firom it I It was intrusted to the 
"ignorant and capricious control of the accident- 
al majorities in a score of State Legislatures! 

To-day. under the National Bank system, as 
Bayard snows, there is a crying demand for, and 
withal a cruel lack of, statesmen in Con^jress 
who have come out of the examination ot the 
histpry of English finance summa cum laude. 
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Then they were wanted in every State Legisla- 
ture. 

Unfortunately the policy of the State lie^risla- 
tures WB8 settled befbre onr statesmen had bad 
hat advantage of England's experience which 
the present generation possess. 

The spread-eagle was abroad ; in the "bright 
home of the setting sun" dwelt a free and en- 
ightened race of sovereigns, each of whom re- 
garded himself as being, in their own character- 
istic phrase, "as good as any oth6r man." 

Wealth flowed in this land in streams of bank 
notes, and each issue was held forth by the is u- 
ers as being "as good as any other." 

For banking was as "free" as the "accidental 
majority" of the State Legislature permitted. At 
length sound finance made her voice heard, and 
demanded a deposit of good securities to make 
the note circulaton safe; one by one leading 
States joined - the movement. Tms deposit de- 
manded by State legislation was tne precursor of 
the deposit feature of the present system. 

The great difference between them is, tliat the 
bonds which the State b inks deposited were not 
as good security for note issue as the bonds which 
the National banks are obliged to deposit. 

They were not as valuable, nor did they find 
as ready a sale in the market. 

A chang:e from United States bonds to State 
bonds would simply serve to weaken the securitv 
for a large* part of our currency. 

Is this then the reform for which in the name 
"sound finance" an appeal is made to the people 
of the South? ^ ^ 

On*^ is tempted to inquire whether bank note 
inflation is to begin before greenback redemption 
has commenced in earnest. Is the Democratic 
policy of the future to be inflatio-contraction or 
contractio-inflation? 

But whatever may come to pass here, it will 
remain true that the argument against the pres- 
ent security for note issue drawn from the exam- 
ple of Great Britain has failed. 

Before closing I desire to call attention to two 
features of the British system of currency which 
are perhaps as well worthy of careful considera- 
tion in their bearing upon the future of the Na- 
tional Banks as those which the arguments of 
Mr. Bayard have already led us to dwell upon. 

And first, the radical difference in the amounts 
of notes of small value m the two countries. In 
18Y3 there were in the United States about 240 
millions of greenbacks ; 168 millions of National 
Bank notes, and 44 millions of fractional curren- 
cy—in all, about 450 millions of paper of denom- 
inations lower than the lowest which the Banks 
of England have during the last forty years been 
permitted to issue, l^ive pounds is there the 
lower limit. 

If we turn to the one and t vo pound notes of 
Ireland and Scotland, which constitute only about 
one-tenth of the entire British currency, we still 
find that this difference is suflSciently marked. 

We still have in the United States a hundred 
millions worth of pj^per of lower denominations 
than the one pound note. If we compare our 
situation with that of France, we find that half 
of our present circulation is of lower denomina- 



tion than her HMnimnm of paper money (lOOf.)^- 
Theve is a marked didfereoce between our finan- 
cial history- and that of those eoimtries. Wfaat 
part has this feature of our c^irrency played — 
what part will it play in the future inputtiDg- us 
at a disftdtoBtftge as compared with France taad 
England.^ 

Again it is well worth noting that the exatnpie 
of England, to which Mr. Bayard has directed 
such general littention, points to the entire disap- 
pearance in that country in the future of bank 
notes not based upon deposit. 

This observation rests upon the nature and 
wori^ifigof the Bank Acts and upon the tone of 
public opinion in England. 

The Acts of 1844 and '45 allowing a strietiv lim- 
ited cirenlstion to existing banks, strike the ob- 
server at once as being an arbitrary concession to 
existing interests ; and at the outset the intentioa 
and expectation was expressed of graduallj re- 
ducing the circulation ot Great Britain to the imo- 
duct of one bank of issue. 

By the operation of these laws, the authorized 
cirenlatk)n of the banks, exclusive of the Bank of 
England, has already been redueed by over two 
million pounds, and the same causes of reduction 
are at work. This reduction is an avowed policy 
of the system. 

A^ to public opinicm, of course d^ff^rent &i4es 
are taken, and it is difficulr to form a well-'feiDod- 
ed Jndgment, but there are strong indieatlons 
that the unsecured circulation ofUreatBritain owes 
its existence mainly to a power in Parliament 
somewhat analogous to that of the Penusyhania 
Protectionists in Congress, and that with the 
weakening of this yjower the entire paper circula- 
tion will find its basis upon Government securities 
and specie. 

In concluKon let me say that I have no daim*— 
nor have I any special desire to enter the lists as 
a champion of the English Bank Acts; nor on 
the other hand to extol the various Bank Acts of 
Congress as a Ktema es aei^ a possession for ever. 
A library of coutroversy has been gathered 
around the Acts of Parliament relating to the 
currency ; and in the manifold ideas contained in 
these books there ma.y well be some that are 
worthy of being embodied in statutes. 

Against is inheraitly improbable that the Bank 
Acts of Congress have exhausted the resources of 
•*sound finance" in this country. Amid the pro- 
tean forms of credit as amid other objects of 
government, the statesman will be apt to discover 
that eternal vigilance is the only price of perfect 
safety. 

The chief motive of this paper is a product of 
my reverence for facts. 



*Ran, the German publicist, places among the 
settled principles of sound bank currency, that 
notes should not be issued in values of which 

rymentcoutd be conveniently made in silver, 
observe that Mr. Bonamy Price, appAreutly 
unconscfous of Ran's opinion, thinks that the 
objection to small notes has no place in science— 
but the reasoning by which he supports his state- 
ment is unequal to the task wlvioh he assigns to 
it. 
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